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Analyse the Impact of the Carbon Emissions Allocation

Model on Firm’s Strategy

Huang Zonghuang' and Cai Shifeng"
(a: Taiwan Research Institute; b: Center of Hubei Cooperative Innovation for Emission

Trading System, Hubei University of Economic )

Abstract: This paper examines the impact of carbon emissions allowance on production and producer's emissions poli—
cy. A theoretical model is built to derive the demand for permanent and temporary permits of emissions allowance.
Thereby, analytical analysis are conducted for producers' emissions policy under different types of permits under auction
method or historical method. It is found that the commodity price is higher in the case of a temporary permit, but permit
price is higher in the case of a permanent permit. It is also found that the permit price is lower in the auction market,
and output level is higher in the market with the auction system. However, , emissions regulation can be more effective
under free allocation.
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